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The Mexican Secretary of Finance, Mr. Carillo Flores, 
stated on April 25 that, after the decline that had become 
evident in the second half of 1952 and in 1953, the Mexi- 
can national product, measured in real terms, had in- 
creased in 1954 by 7 per cent. Agricultural production 
had increased by 18 per cent, and manufacturing produc- 
tion, which had fallen in 1953, increased by 10 per cent. 
Mining-metallurgical output had fallen, but some mineral 
prices had increased, and at the end of the year there 
was a tendency toward price stability. 

Mr. Carillo Flores attributed the recovery in 1954 
largely to the expanding resources devoted to agriculture 
through national credit institutions. The ample safety 
margin given by the exchange rate established in April 
1954 had made it unnecessary to follow the severely 
restrictive policy which would have been indispensable 
to maintain the old par value. He denied that there was 
any conflict between private and public enterprises or 
between private and governmental investment. In Mexico, 
the state is not trying to substitute private enterprise, but 
only to complement, direct, and stimulate it. Mexico’s 
needs are so much greater than the resources available 


The U.K. purchase tax on nonwoolen piece goods and 
household textiles, which was cut from 50 per cent to 
25 per cent in the budget of April 19 (see this News 
Survey, Vol. VII, p. 333), was removed altogether on 
May 3. In announcing the change, the Prime Minister 
also announced that substantial reductions had been 
made by the Indian Government in the duty on imports 
of cotton cloth from the United Kingdom. The 60 to 80 
per cent ad valorem duty which has been in effect since 
1953 has been replaced by a flat tax of two annas and 
three pies (about 3 U.S. cents) per square yard of cloth 
plus an ad valorem tax of 25 per cent. The combined 
effect of the new duties will be equivalent to an average 


rate of 30 per cent, or half the previous rate. The scheme 


The Bank for International Settlements 


In a recent pamphlet, Mr. Roger Auboin, General Man- 
ager of the Bank for International Settlements, has stated 
that the founders of the Bank attached great importance 
to the permanent contacts which the institution would 
make possible between officials of the different central 
banks. For 25 years—apart from the interruption during 
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to satisfy them that there is a vast field of action for 
both sectors. 

Monetary reserves, which had reached their lowest 
point, $109 million, in June 1954, were reported to be 
$255 million. At no time had it been necessary to use 
the exchange resources of about $100 million available 
to Mexico as a result of its stabilization agreement with 
the U.S. Government and of its stand-by arrangement 
with the International Monetary Fund. More than $350 
million was, therefore, available to meet exchange de- 
mands in the period when these demands normally in- 
crease, and thus to maintain both free exchange and the 
stability of the peso. 

Mr. Carillo Flores also emphasized the importance of 
foreign credits to accelerate the economic progress of 
Mexico. The United States, he stated, could make a 
notable contribution to the growth of Latin American 
economies by means of its tariff policy, its stockpiling 
programs, and the orderly disposal of its surpluses. 
Source: Banco Nacional de Comercio Exterior, S. A. 

Comercio Exterior de México, Mexico, D.F., 
May 1955. 


of preferential duties under the Indian-U.K. trade agree- 
ment will continue, with a duty higher by 20-40 per cent 
being paid on non-British textiles. 

The new Indian duties, which followed prolonged nego- 
tiations between the U.K. and Indian Governments, and 
the removal of purchase tax in the United Kingdom, are 
expected to afford some assistance to the Lancashire 
cotton industry. The Cotton Board has commented, how- 
ever, on the limited effect of the concessions and has 
renewed its demand for restrictions on imports of Com- 
monwealth cloth into the United Kingdom. 

Sources: The Times and The Financial Times, May 4, 
1955, and The Economist, May 7, 1955, London, 
England. 





the war—the central bank Governors who are members of 
the Bank’s Board of Directors have devoted two or three 
days each month to Board meetings in Basle, and other 
central bank Governors not only attend the Annual Gen- 
eral Meeting but also make occasional visits during the 
year. 


The monetary authorities have found by experience 
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that, in order to carry out the delicate tasks entrusted to 
them, they require a thorough knowledge not only of their 
own country’s monetary situation but also of that of other 
countries. A new spirit has grown up in the relations 
between European central banks, and the regular meetings 
in Basle have played their part in helping it to develop. 

Since this spirit of cooperation has evolved spontaneously 

and not as a result of any formal regulation, it has grown 

stronger with the years and has become powerful enough 
to survive even under the most extraordinary circum- 
stances. 

In the sphere of domestic policy, the primary necessity 
for all countries in Europe is to make a proper valuation 
both of the traditions of the past which have stood the 
test of time but which need to be harmonized with the 
conditions of a modern world, and of certain doctrines, 
more 'recent“in origin, which have often been too rigid 
and therefore also stand in need of adaptation to existing 
facts. Postwar experience has proved more conclusively 
than ever that neither social nor economic progress can 
be made unless a proper monetary policy is pursued. In 
the international field, the important task is to reconstruct 
an effective and durable monetary system, this being the 
only means of achieving the high degree of integration 
which is necessary today without at the same time turn- 
ing Europe into a closed area. 

The history of the BIS, Mr. Auboin concludes, proves 
that the important point is not necessarily the size of 
initial financial resources and still less the existence of 
complex and detailed statutory guarantees. What really 
matters is the mutual trust between men pledged to a 
common task and, above all, the ability of institutions to 
adapt themselves to the constantly changing conditions of 
the modern world. 

Source: The Bank for International Settlements, 1930- 
1955 (Essays in International Finance, No. 22, 
Department of Economics and Sociology, Prince- 
ton University), Princeton, New Jersey, May 


1955. 
World Wheat Supplies 


Supplies of wheat available for export or carry-over in 
the four major exporting countries on March 1 amounted 
to 1,941 million bushels, or 1 per cent less than a year 
earlier. This is the first time since July 1952 when world 
supplies have fallen below the level of the previous year. 
The decline is attributable entirely to a fall of 115 million 
bushels in Canadian holdings, from 685 million in 1954 
to 570 million in 1955; aggregate supplies in the United 
States, Australia, and Argentina increased by 97 million 
bushels. Total exports of wheat and flour from these four 
countries in the seven months ended February 1955 were 
435 million bushels, or 18 per cent higher than a year ago. 
Shipments from the United States rose by 40 million 
bushels, and from Australia by 19 million bushels, and 
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Argentine sales rose by 9 million bushels. Canadian 
exports during these months remained unchanged at 152 
million bushels. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, April 18, 1955. 


Europe 


Sterling Area Reserves and Exchange Rates 


The gold and dollar reserves of the sterling area rose 
by $19 million in April, to $2,686 million, showing the 
first substantial improvement since October 1954. De- 
fense aid receipts totaled $17 million, and $13 million 
was received from the EPU in part settlement of March 
transactions. There was, therefore, a residual gold and 
dollar deficit of $11 million, of which $2 million repre: 
sents bilateral payments to EPU creditors. This com- 
pares with a residual deficit of $28 million in March and 
of $101 million in February. 

The sterling area had a surplus of $61 million with the 
EPU in April, which will add about $30 million to reserves 
during May. When this is taken in conjunction with the 
residual dollar deficit in April, the balance of payments 
of the sterling area with the non-dollar world appears to 
have been about $52 million in surplus during the month. 
Since the EPU credit is affected by trade between EPU 
and other non-sterling, non-dollar countries transacted in 
sterling, it reflects not only sterling area trade vith West- 
ern Europe, but also a large part of current trade between 
the sterling and transferable account areas. This sub- 
stantial surplus for April is in keeping with normal sea- 
sonal fluctuations in the sterling area’s balance of pay- 
ments. To a moderate extent it may also reflect a further 
influx of foreign funds attracted to London by compara- 
tively high money rates. 

The publication of the April reserve figures helped to 
reinforce confidence in sterling, which strengthened fur- 
ther during the first few days of May. On May 4, the spot 
rate had reached $2.80'4. and the rate for transferable 
sterling had moved similarly to $2.7714. In New York 
on May 9, spot sterling was quoted at $2.7988 and trans- 
ferable sterling at $2.7719. 

Sources: The Financial Times, May 4, 1955, and The 
Economist, May 7, 1955, London, England; 
The Journal of Commerce, New York, N. Y., 
May 10, 1955. 


U.K. Imports of Surplus U.S. Commodities 


The U.K. Government has announced the conclusion of 
arrangements with the United States under which ap- 
proximately $89 million of U.S. aid funds will be spent 
on imports of surplus U.S. commodities. The arrange- 
ments are part of a program for which funds were voted 
by the U.S. Congress in 1954, but so far the United King- 
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dom has received only cotton to the value of about $1 
million, and there have been protracted negotiations about 
other commodities. The list of commodities now agreed 
consists mainly of essential goods; $25 million will be 
spent on cotton, $20 million on maize, and $11 million on 
oils and fats. Imports of tobacco will total $15 million. 
Some $15 million worth of fruit, mainly citrus fruit and 
prunes, will also be imported. U.S. offers of canned 
grapefruit and grapefruit juice have been turned down, 
and the total import of fresh grapefruit has been limited 
to $0.5 million. Most of the sterling proceeds of sales in 
the United Kingdom will be used in the U.K. defense 
program; about $14 million will be used to purchase 
military equipment in the United Kingdom for use in 
third countries; and the proceeds of tobacco sales will be 
used to build houses for the U.S. Air Force in the United 
Kingdom. Concerning the U.S. requirement that half of 
the surplus commodities shipped under the program be 
carried in U.S. vessels, the U.K. Government stated its 
continuing strong opposition to all forms of flag discrim- 
ination, but recognized that the requirement was a condi- 
tion of aid under U.S. law. 

Sources: The Financial Times, London, England, May 6 

and 7, 1955. 


Bank Rafe in Eire 


The decision to leave the Irish bank rate unchanged 
(see this News Survey, Vol. VII, p. 302) followed repre- 
sentations to the banks by the Irish Government that the 
conditions underlying the increase in interest rates in 
the United Kingdom were not operating in Eire, that 
inflationary trends in Eire had been brought under con- 
trol, and that an increase in advance rates might create 
employment difficulties. Subsequently, the interest rate 
paid on deposits of £25,000 and over was raised from 114 
per cent to 24% per cent, no doubt as a safeguard against 
transfers of funds. In Northern Ireland, in addition, the 
rate on deposits of under £25,000 was raised from 1 per 
cent to 114 per cent, and the rate on ordinary overdrafts 
from 51% per cent to 614 per cent. 

Source: Journal of the Institute of Bankers in Ireland, 
Dublin, Ireland, April 1955. 


Tax Measures in France 


A number of tax measures in France, published in the 
Journal Officiel of May 3, aim, in part, to carry further 
the simplification of the tax structure which started in 
April 1954 with the establishment, effective July 1, 1954, 
of the “tax on added value” applied to the “production” 
sector; in part, they are also designed to alleviate the 
dissatisfaction of certain categories of taxpayers. The 
“transactions tax” levied at the distribution stage will 
disappear July 1, 1955; as a rule, the distribution sector 
will be subject only to the “local tax” which is the main 
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source of financing for local authorities. Various specific 
indirect taxes will either disappear or will be applied at 
a reduced rate. In computing “added value,” deduction 
of the tax on services (e.g., advertisement, transportation, 
etc.) will be permitted. In order to offset the loss of 
revenue which these measures entail (estimated at slightly 
less than 10 per cent of the proceeds of indirect taxes), 
the rate of the “tax on added value” will be raised from 
16.85 per cent to 19.50 per cent. 

To minimize the tax burden on small taxpayers in the 
“distribution” sector and to minimize the interference of 
tax collectors with their business, the new measures pro- 
vide increased facilities for small traders to make an 
agreement with the tax collector (forfait) concerning 
their liability for income and indirect taxes in the next 
two years, such liability to be fixed mainly on the basis 
of their purchases in the: past. Only in case-of-proven 
fraud in regard to the amount of these purchases can 
the agreement be revised, but it must be renegotiated 
every two years. Small traders will also be relieved of a 
number of tax formalities. 


Source: Le Monde, Paris, France, May 4, 1955. 


Belgium’s National Income 


Estimates of Professor Baudhuin put the national in- 
come of Belgium in 1954 at BF 330.3 billion (US$6.6 
billion), compared with BF 310.7 billion (US$6.2 bil- 
lion) in 1953. Retail prices rose by 2 per cent during 
1954, and the increase in real national income is esti- 
mated at 3 per cent. 

The distribution of income in 1954 changed only a 
little. Wages and salaries accounted for a slightly higher 
proportion than in 1953, whereas the share of profits in 
trade and industry was somewhat smaller. Savings 
amounted to 9 per cent of the national income in 1954, 
the same as in 1953. 

Sources: La Libre Belgique, Brussels, Belgium, April 24, 
27, and May 1, 1955. 


Netherlands Commodity Markets 


As of May 9, 1955, forward markets for coffee will be 
opened in Amsterdam and Rotterdam. It is expected that 
the forward market in copra will open shortly, and 
preparations are under way for the opening of the mar- 
kets in linseed and spices. 

Sources: De Maasbode, Rotterdam, Netherlands, April 15, 
1955; Het Financieele Dagblad, Amsterdam, 
Netherlands, April 28, 1955. 


Swiss Capital Exports 


Foreign loans to the amount of about Sw F 400 million 
were floated in Switzerland during 1954. The total in 
1952 had been Sw F 225 million and in 1953, Sw F 246 
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million. Foreign loans now exceed the total of domestic 
bond flotations, the yield on which has been less than 234 
per cent. The provision of funds for domestic building 
in Canada through the issue of trust certificates by the 
Société Internationale de Placements marked a new stage 
in the development of Swiss investment ia Canada. A 
total of Sw F 230 million was also placed at the disposal 
of foreign borrowers in the form of bank credits; for 
example, Sw F 60 million was advanced to the French 
heavy industry with a view to ensuring the supply of 
essential goods to Switzerland. Capital is also exported 
by Switzerland through channels other than loans or bank 
credits, for example, through purchases of non-Swiss 
securities or currencies. Neither is all the capital exported 
necessarily Swiss, for Switzerland is still a center for 
fugitive capital. Total exports of capital in 1953 have 
recently been estimated at the equivalent of about US$300 
million, of which U.S. security buying accounted for $95 
million, and private dollar holdings of direct credits and 
individual investments for $58 million. 
Sources: Swiss Bank Corporation, Annual Report 1954, 
Basle, Switzerland; The Times, London, Eng- 
land, April 23, 1955. 


End of Strike in Iceland 


A strike of Icelandic transport workers which lasted 
over six weeks and paralyzed the economy has been set- 
tled. The workers, who had asked for a 30 per cent 
increase, received an increase of 10 per cent. Employees 
and craftsmen will receive a similar increase. Wages 
will be pegged to the cost of living index, and if the 
Icelandic krona is devalued the agreement may be termi- 
nated. Furthermore, the Government, the municipalities, 
and employers will establish a fund to protect the workers 
against the economic effects of unemployment and other 
economic crises. 

Source: Norges Handels og Sjofartstidende, Oslo, Nor- 
way, April 29, 1955. 


Austrian Power Loan 


A new power loan (Energieanleihe 1955) of 1 billion 
schillings, guaranteed by the Austrian Federal Govern- 
ment, has recently been floated by a group of five Aus- 
trian power companies. The loan is divided into two 
issues of 500 million schillings each; one issue of 25-year 
bonds, with interest at 52 per cent, is placed directly 
with the savings banks and various other Austrian credit 
institutions, and one issue of 20-year bonds, with interest 
at 4 per cent plus a lottery feature raising the average 
interest rate to 51% per cent, is open to subscription by 
the general public between April 12 and May 7. 

The bond issue offered to the public has been under- 
written by a syndicate of Austrian banks. The banks have 
made arrangements to reserve a portion of the issue for 
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subscriptions by wage and salary earners; the reserved 
portion has been fixed at 100 million schillings but it may 
be raised to 200 million schillings, whereby the total 
amount subscribed by the public would be raised from 
500 million to 600 million schillings. 


Subscribers are offered certain tax privileges similar 
to those granted to subscribers of the Austrian power loan 
floated in 1953 (see this News Survey, Vol. VI, p. 3). For 
foreign subscribers, an important new feature has been 
added. To subscribe to the loan, they may use blocked 
schilling balances. Also, the Austrian National Bank has 
agreed to a free transfer of interest for residents of EPU 
countries (on the basis of a general exchange license), 
while lottery gains will be transferred upon individual 
application. Foreign subscribers outside the EPU area 
will be permitted to transfer interest and lottery gains, 
but such transfers will be subject to individual licensing. 
In addition, assurances are given to foreign subscribers 
that the retransfer of foreign exchange used for subscrip- 
tions will be permitted when the loan is repaid. 


Sources: “JW” Internationale Wirtschaft, Vienna, Aus- 
tria, April 8, 1955; Neue Ziircher Zeitung, 
Ziirich, Switzerland, April 20, 1955. 


Middle East 


Turkish Import Policy 


On April 29 the Turkish Government withdrew the 
decree which authorized, for the period until the end of 
1955, imports without allocation of official foreign ex- 
change (see this News Survey, Vol. VII, p. 344). In 
fact, the decree had never been put into effect. The 
authorities reportedly felt that the drawbacks inherent in 
its application would outweigh the prospective advantages. 

Following the abolition of the decree, the black market 
quotations for gold and foreign exchange started to 
decline sharply, and in a few days they had fallen to 
approximately the levels prevailing before March 11, 
the day of publication of the measure which authorized 
imports without allocation of official foreign exchange. 
In the Istanbul market on May 2, the price for the trans- 
fer abroad of U.S. dollars was reported at LT 8.30 and 
the gold sovereign rate at LT 75, against maximum quo- 
tations reported in the last week of April of LT 11 for 
U.S. dollars and LT 82.50 for the sovereign. On the other 
hand, it is reported that the abolition of the measure has 
been followed by an increase in commodity hoarding. 


Sources: Le Journal d’Orient, Istanbul Turkey, April 30 
and May 3, 1955. 








Financial Agreement Between Iraq and United Kingdom 


A financial agreement has been signed by Iraq and the 
United Kingdom for the settlement of wartime debts be- 
tween the two countries. Iraq’s debt to the United King- 
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dom (ID 1,750,000) consisted of the value of the equip- 
ment supplied by the U.K. Government during World 
War II to the Iraqi army and police forces. The U.K. 
debt to Iraq amounted to ID 1,600,000, of which ID 1 
million represented the costs of transportation of British 
troops by Iraqi railways during the war; the remaining 
ID 600,000 was for a tax on gold sales during the war by 
the British in Iraq. The agreement provides that the 
balance of ID 150,000 is to be paid by the Iraqi Govern- 
ment to a trust fund to be used to promote good relations 
between the two countries. 


Source: The Iraq Times, Baghdad, Iraq, May 2, 1955. 
Natural Gas Supply in Pakistan 


The Sui Gas Transmission Company in Pakistan expects 
to complete ahead of schedule the laying of pipes for the 
transmission of natural gas from Sui to Karachi, a dis- 
tance of 346 miles. In addition, the company will lay 50 
miles of pipe ranging from 2 to 16 inches in diameter for 
the distribution of gas to major industrial consumers 
before the target date of August 1, 1955. It is estimated 
that during 1956, which will be the first full operating 
year for the Sui Gas Transmission Company, an average 
of 40 million cubic feet of gas will be consumed daily. 
This represents 353,000 tons of furnace oil and involves 
savings of PRs 18.5 million in foreign exchange. 


Source: Dawn, Karachi, Pakistan, April 2, 1955. 


Far East 
Reserve Bank Aid to Indian Cooperative Credit 


A bill to amend the Reserve Bank of India Act was 
introduced by the Union Minister for Revenue and De- 
fense Expenditure in the Indian Parliament on April 18. 
The bill empowers the Reserve Bank to play its due role 
in the reorganization of the cooperative structure and in 
enlarging and facilitating the supply of rural credit 
through it, as recommended by the All-Indian Rural 
Credit Survey Committee. 

The bill provides for the setting up of a National Agri- 
cultural Credit (Long-Term Operations) Fund and a 
National Agricultural Credit (Stabilization) Fund by the 
Reserve Bank. The Long-Term Operations Fund will be 
applied exclusively for making loans and advances to 
State Governments, for subscribing to the share capital 
of cooperative credit societies, for making medium-term 
loans to State Cooperative Banks for agricultural purposes, 
and for making long-term loans and advances to Central 
Land Mortgage Banks. An initial sum of Rs 100 million 
(US$21 million) will be credited by the Reserve Bank 
toward this Fund. The Fund will also be credited with 
such further sums of money as the Bank may contribute 
every year, provided that the annual contribution during 
each of the five years commencing from the year ending 
June 30, 1956 shall be not less than Rs 50 million. 
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The Stabilization Fund will be applied exclusively for 
making medium-term loans and advances to State Co- 
operative Banks to enable the conversion of short-term 
credit into medium-term credit, whenever necessary, ow- 
ing to drought, famine, or similar calamities. This Fund 
will be credited with such sums of money as the Bank 
may contribute every year, provided that the annual 
contribution during each of the five years commencing 
with the year ending June 30, 1956 shall be not less 
than Rs 10 million (US$2.1 million). 

Source: Reserve Bank of India, /ndian News Digest, 
Bombay, India, May 1, 1955. 


Indian-West German Trade Agreement 


A trade agreement between India and the Federal Re- 
public of Germany was signed on March 31 in New Delhi. 
Under the agreement, which takes effect as of April 1, 
1955 and which will remain valid unless it is terminated 
by three months’ notice in writing from either party, trade 
will be facilitated in all commodities permitted by the 
import, export, and foreign exchange control regulations 
of the two countries. According to the present Indian 
regulations, the Federal Republic of Germany is treated 
on a par with other countries in the soft currency area. 

The Federal Republic of Germany has agreed to treat 
India on a par with those countries which are not mem- 
bers of the Organization for European Economic Co- 
operation and which clear their accounts through the Eu- 
ropean Payments Union. Imports into Western Ger- 
many from these countries have been liberalized to the 
extent of 88 per cent of West Germany’s total import 
trade, which means that import licenses are freely issued 
for commodities covered by the liberalization scheme. 
The agreement specifies quotas for certain commodities, 
whose export the Government of India is eager to promote 
and whose import into Western Germany is still subject 
to quantitative restrictions. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, April 16, 1955. 


Ceylon's Public Capital Expenditure 


Public capital expenditure in Ceylon for the fiscal 
year ended September 1954 amounted to Rs 298.4 mil- 
lion. The actual expenditure accounted for 72.5 per cent 
of the original capital budget estimate of Rs 411.8 million. 
Source: Ceylon Daily News, Colombo, Ceylon, March 31, 

1955. 


Ceylon’s Measures on Sales of Tea 


The Ceylon Government has reduced the tea export 
duty from Rs 1.30 to Rs 1 per pound as of April 21, 1955. 
(See also this News Survey, Vol. VII, p. 266.) Low grown 
Ceylon tea was quoted at 2s. 344d. per pound at the 
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Colombo auction in the middle of April, compared with 
the average production cost of 2s. 4d.-2s. 6d. per pound. 
Quantitative restrictions on the export of tea to London 
auctions have been removed for a period of three months. 
The Government will enter the Colombo market as a 
buyer in the interests of tea producers. The Central Bank 
of Ceylon will arrange with banks and other financial 
institutions for credit facilities for producers unable to 
sell their stocks. 
Sources: The Financial Times, London England, April 22, 
27, and 28, 1955. 


Burma's Import Restrictions 


Further information now available regarding the 
changes in import restrictions adopted by the Burmese 
Government in March (see this News Survey, Vol. VII, 
p. 288) shows tWat héldérs’ of hard ‘currency import 
licenses have been exempted from the ruling of March 7, 
which permits only 50 per cent utilization of outstanding 
licenses, except for the import of goods for private or 
personal use or for industrial purposes, the remainder to 
be held in abeyance pending government validation. 

Open General License No. I is established, effective 
March 11, for the import of 35 commodities from coun- 
tries other than Mainland China and American Account 
countries. These commodities include peanut oil, medi- 
cines, dyes, chemicals, cotton thread, petroleum, lubri- 
cants, and spare parts for machinery and vehicles. 

Open General License No. II, also effective March 11, 
permits the import from any source except Mainland 
China of duty-free containers, machinery and parts that 
have been exported from Burma for repair, and exposed 
films exported for developing and printing. 

The Government has given assurances that provision 
will be made for adequate supplies of consumer goods 
and that prices will not be permitted to rise beyond 
reasonable limits. It will facilitate the import of goods 
for which letters of credit have been. opened and for 
which definite commitments have been made. 

Industrialists are invited to submit applications for 
licenses to import materials not under open general 
license. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 25, 1955. 


Japanese Cotton Supply Situation 


Imports of raw cotton in Japan during the first half of 
the current cotton year (August 1954-July 1955), at 
973,000 bales, were 17 per cent less than in the corre- 
sponding period of the previous cotton year. The United 
States was the largest supplier, with 355,000 bales. Brazil 
and Mexico were also important suppliers, with 295,000 
bales and 142,000 bales, respectively. Japanese consump- 
tion of cotton during this period was 1,056,000 bales, 
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which was 7 per cent less than a year earlier. Stocks at 

the end of January 1955 amounted to 483,000 bales. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., April 25, 1955. 


Monelfary and Fiscal Developments in Indonesia 


The Indonesian Government’s fiscal operations in 1954 
resulted in a cash deficit of Rp 3.54 billion, compared 
with a deficit of Rp 3.05 billion in 1953 (see this News 
Survey, Vol. VII, p. 130). Ninety per cent of the 1954 
deficit was financed by short-term advances from the 
Bank Indonesia, and the remainder from the advance 
deposit payments by importers and the issue of govern- 
ment currency and Treasury bills and notes. During the 
year, the total public debt of Indonesia increased by 
Rp 3.46 billion, to Rp 16.84 billion (US$1.48 billion at 
the current official conversion rate of Rp 11.4 = US$1). 
The internal floating debt increased by Rp 3.57 billion, to 
Rp 6.57 billion; the internal consolidated debt decreased 
by Rp 0.1 billion, to Rp 5.03 billion; and the external 
consolidated debt remained practically unchanged, at 
Rp 5.24 billion. 

The money supply increased by Rp 3.44 billion, or 45 
per cent, to Rp 11.08 billion. This increase was slightly 
above the total increase in the four years, 1950-53, and 
was due almost entirely to the Government’s heavy bor- 
rowing from the banking system to meet its cash deficit ; 
such borrowing amounted to Rp 3.34 billion (Rp 3.17 
billion from Bank Indonesia and Rp 0.17 billion from 
other banks). Another expansionary factor affecting the 
money supply was private credit extension by the banks, 
which increased by Rp 0.42 billion. A small part of the 
increase in the money supply was offset, however, by the 
decrease of Rp 0.26 billion in foreign exchange reserves. 
Sources: Bank Indonesia, Bulletin, Djakarta, Indonesia, 

No. 3, August 1954, No. 4, November 1954, 
and No. 5, February 1955. 


United States and Canada 
U.S. Economic Outlook 


In a discussion of prospects for the continuance of the 
present high level of economic activity in the United 
States, the First National City Bank of New York states 
that automobile production in the second half of the year 
may fall 30-40 per cent below the present record rate, 
with accompanying declines in steel output. A continua- 
tion of the past year’s rate of increase in housing con- 
struction is considered practically impossible. There are 
indications that the rise in general economic activity may 
not continue and that there may be declines in some lines 
during the summer months. 

The greatest impetus for autumn activity may come 
from the recent improvement in demand for capital equip- 
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ment. Businessmen now plan to increase their spending 
this year by at least 5 per cent over last year, and tentative 
schedules for 1956-58 promise continued high output of 
capital goods and business construction. The relatively 
minor effects of the 1954 recession and the recent re- 
covery have increased business optimism; last autumn, 
the McGraw-Hill survey indicated a 7 per cent reduction 
in manufacturers’ outlays in 1955, but the latest survey 
reports plans for a 3 per cent increase. 

Reflecting the recovery in production and distribution, 
profits of large companies in the first quarter of this 
year continued about the same as during the last quarter 
of 1954, and were 27 per cent above the first quarter of 
that year. Among manufacturing industries, the sharpest 
recoveries were in textiles, iron and steel, automobiles, 
chemicals, and cement, glass, and stone. Gains of utility 
companies reflected continued long-term trends which 
were maintained during the recession despite temporary 
setbacks in other corporate profits. 

Unemployment in March was half a million below the 
peak a year earlier, and the April total was less than three 
million. Prospects for further employment increases are 
excellent. Through January, the recovery had proceeded 
without large-scale rehiring; since then, however, employ- 
ment and output have risen at about the same pace. In 
the early stages of recovery, it is often easier and more 
economical to raise output through longer hours than 
by adding more workers. Beyond a certain point, how- 
ever, hiring becomes more efficient than overtime, and 
this point is being reached by an increasing number of 
firms. 


Source: The First National City Bank of New York, 
May Monthly Bank Letter, New York, N. Y., 
May 1955. 


Canadian Corporation Profits in 1954 


Corporation profits in Canada during 1954 were 
Can$2,414 million before tax, or 6 per cent lower than 
in 1953; during the fourth quarter, however, the decline 
was arrested and profits were more than 5 per cent higher 
than a year earlier. Income tax deductions for the year 
were lower by 5 per cent, at Can$1,152 million, and 
profits after tax fell by 7 per cent, to Can$1,262 million. 
For mining and oil wells, profits (before tax) increased 
by 16 per cent, and in finance, insurance, and real estate 
by 9 per cent. On the other hand, profits were appre- 
ciably lower in trade (16 to 17 per cent), in manufac- 
turing (11 per cent), and in services (12 per cent), and 
slightly lower in transportation, communications, and 
utilities. Within the manufacturing group there were 
gains in chemicals, wood and paper, and nonmetallic 
minerals, but severe reductions in textiles and iron and 
steel. 
















































































































































































































































































Source: Dominion Bureau of Statistics, Weekly Bulletin, 
Ottawa, Canada, May 6, 1955. 








Status of Canadian Postwar Loans 


Czechoslovakia has agreed to resume payments this 
year on the Can$9.9 million balance of a postwar loan 
from Canada. The loan, which was made in 1948 under 
the Export Credits Insurance Act, was first defaulted in 
1952. Interest payments of Can$624,000 accrued since 
1952 have been paid, however. The Chinese Nationalist 
Government continues in default on a loan of Can$49 
million and on a separate guaranteed loan of almost 
Can$13 million. Other debtors under the Act—France, 
Indonesia, the Netherlands, and Norway—made payments 
on schedule during 1954-55. 

Source: The Globe and Mail, Toronto, Canada, April 29, 
1955. 


Latin America 


Increase in Export-Import Bank Credit fo Haiti 


The Export-Import Bank of Washington has authorized 
an increase from $14 million to $21 million in the credit 
granted to Haiti in 1951 for use in a flood control and 
irrigation project in the Artibonite Valley. The project 
includes the construction of a buttress dam which will 
The 
additional credit will help to carry the project through 
the construction phase. 


also serve as a source of hydroelectric power. 


When completed, the project will bring approximately 
60,000 acres of land under controlled irrigation and cul- 
tivation. The area is then expected to provide not only 
food supplies for Haiti but also exportable surpluses of 
some staple commodities and vegetables. The project has 
been financed so far by the original credit of $14 million 
and annual appropriations by the Haitian Government, 
which have amounted to more than $8.5 million so far. 

The $21 million loan will be repaid over a period of 
18 years in semiannual installments beginning in Sep- 
tember 1959, with interest at 414 per cent a year. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., May 9, 1955. 


Settlement of Cosia Rican Debt to United Kingdom 


The Minister of Finance of Costa Rica reported on 
April 18 to the National Congress that a final agreement 
had been reached with U.K. bondholders for the settle- 
ment of bonded indebtedness. The settlement is similar 
to that offered at the end of 1952 in respect of dollar 
bonds (see this News Survey, Vol. V, p. 170). 

Source: La Gaceta, Diario Oficial, San José, Costa Rica, 
April 19, 1955. 


New Chilean Copper Mining Legislation 


The President of Chile has signed a law that grants 
to foreign copper mining companies a reduction in taxes, 
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a more favorable exchange rate, and full control over 
their export sales. Under the new law, foreign mining 
companies are subject to the payment of a single income 
tax, which for established producers will amount to 50 
per cent of profits for the first 360,000 tons of copper 
produced, plus a 25 per cent surcharge. As production 
increases, the surcharge declines, and if output reaches 
720,000 tons, there will be no surcharge. If it falls below 
360,000 tons, the surcharge increases to a maximum of 
80 per cent. Under previous regulations, taxes and other 
fees paid by the large mining companies amounted to 
85 per cent of their Chilean income. These regulations 
tended to discourage development and failed to provide 
adequate dollars to enable the country to maintain a 
balanced budget. 


The new law permits foreign mining companies to buy 
Chilean pesos at official rates. Previously, the rate granted 
to the large mining companies to pay their Chilean labor 
costs and other expenses was 19.37 pesos per U.S. dollar, 
in contrast to the official rate of 200 pesos per U.S. dollar 
and the free market rate of over 300 pesos. 


The new law restores to the copper mining companies 
the right to market their copper production abroad, but 
a new copper department created by the law will have 
supervisory powers over exports. The companies pre- 


viously had been required to sell their copper production 


to the Chilean Central Bank at a price of US$0.241% per 
pound, and the Bank resold this copper abroad at the 


market price, currently about US$0.36 per pound in 
New York. 


The Chilean authorities believe that the new law will 
result in new dollar investments, greater fiscal revenues, 
increased dollar earnings, and more employment. Govern- 
ment officials expect output this year to rise to 480,000 
tons, an increase of 160,000 tons over 1954. 


After the law was signed, the foreign copper companies 
announced plans to spend US$7 million in immediate 
expansion and in opening up new mines. The two largest 
producers of Chilean copper, the Anaconda Copper Min- 
ing Company and the Kennecott Corporation, have al- 
ready stepped up production, and each has decided to 
invest US$2 million for immediate expansion. The Ana- 
conda program includes the opening of La Africana Mine 
in central Chile; the development of its Indio Muerto 
property, which is estimated to contain between 50 million 
and 70 million tons of copper ore, about 2 per cent fine; 
and the stepping up of the output of its Chuquicamata 
Mine, its open pit mine in northern Chile. Kennecott is 
expanding production at its El Teniente property, which 
is considered the world’s largest underground copper 
mine. 


Source: The Wall Street Journal, New York, N. Y., May 4, 
1955. 
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Other Countries 
Gold Sovereign in Australia 


The Australian Government has introduced a bill to 
restore the legal tender status of the gold sovereign. The 
bill followed the failure of a counterfeiting charge against 
a person who claimed that he was making sovereigns as 
trinkets. The judge before whom this charge was heard 
held that the sovereign was no longer legal currency in 
Australia. 


Source: The Financial Times, London, England, May 6, 
1955. 


Oil Refining in Australia 


The large refinery construction program which has been 
undertaken in Australia by four major oil companies is 
nearing completion. The biggest refinery, with an annual 
capacity of three million tons and entailing a capital 
outlay of £A 40 million, was brought into operation last 
February in Western Australia. Two other plants have 
started operations in recent months, and a new £A 25 
million refinery in New South Wales is scheduled for 
completion by the middle of this year. These projects 
will raise Australia’s total maximum refining capacity to 
approximately eight million tons a year at an estimated 
cost of £A 109 million. This will meet most domestic 
needs in gasoline and other oil products, and will entail 
an appreciable saving in Australia’s import bill. 


Source: The Statist, London, England, April 16, 1955. 


South African Uranium Exports 


South African exports of atomic materials, mainly 
uranium, in January 1955 were valued at £1.5 million, 
nearly £450,000 more than in January 1954. The monthly 
average in 1954 had been about £1.23 million. 


Source: Barclays Bank D.C.0., Overseas Review, London, 
England, April 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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